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KEY ECONOMIC INDICATORS 


Values in millions of US$ Current Exchange Rate: 4 / 
unless otherwise stated US51.00 = approx. ''l'$2.00> 


2/ Percent Change 
Diew A971 IT i F-B 


INCUNK, PROLUCTION, ENPLOYMHNT 


Estimated GNP, current prices 1,180 pe 17.0% 
Est.current price GNP per capita (%) 1,110 2.6% 14.9% 
Kst.GNP at constant (1968) prices 855 % 5.0% 
Indices: 

Industrial production (1971=100)(June) 108, 3 320% 5.1% 
Minimum wage rates (1956=100) (May) 227.2 0.73 12.04 
Estimated employment (mid-year) (000) 325 ox 0.6% 
Kstimated unemployment rate fb Neade 


MoWKY AND PRICESe/ 


hj--currency and demanc deposits 98.2 120.0 
Mo--M, plus time and savings deposits 313.4 380.0 
Net domestic credit 24203 33367 
Public debt outstanding 218.9 266.5 
Of which: External 81.0 99.6 22.9% 
Interest rates: Central Kank rate 5.0% 5.0% % nea. 
Av. commercial bank prime rate 73% 6.8% 4 Nea. 
Retail price index (1966 = 100) 144.3 15509 8.0% 


BALANC® OF PAY] “NTS AND TRADE 


Net foreign exchange reserves 78.1 5502 36.3 29.3% 34038 
Balance of payments, current account -128,.0 -154.8 Nede -20.9% Neae 
Balance of Trade / -143.9 189.5 —84..9 -31.7% 55620 
Balance of Trade, excluding uspeast “119.1 -134.4 -35.1 -12.8% 73.9% 
Total exports, FOB 520.7 534.5 682.9 206% 27-83 
Exports, FOB, excluding u.p.a. 23309 261.3 354el 11.7% 35.5% 

Exports to USA excluding u.p.a. 90.9 97.1 176.0 6.8% 81.24 
Total imports, CIF 664.6 724.0 767.8 8.9% 6.0% 
Imports, CIF, excluding u.p.a. 353.0 395.7 389.2 12.1% -1.7% 

Imports from USA excluding u.p.a. 116.1 134.3 120.1 15.74 10.5% 


Principal imports from U.S. in 1973: Machinery and parts, $55; Iron ana steel, $17; 
Cereals, $14; Chemicals and fertilizers, $13; Animal feeds, $6, 


Scurces: Central Statistical Office; Central Bank; unofficial estimates. 


1/ The TT$ floats with the pound sterling; actual exchange rates varied from a 
high of TT$1.84 to a low of TT$2.24 in recent months. All figures in this 
table and throughout this report are converted at US$1.00 = T/'$2.00. 

2/ All figures for 1973 are preliminary and subject to revision. 

3/ All figures are for the end of December of each year, 

L/ UePea. Genotes transactions in crude oil imported for refining and re-exported 
as refined products under special processing agreements. 





SUMMARY 


Trinidad's economy is basically sound, and is estimated to be growing at 
a real rate of perhaps five percent per year during 1973 and 1974. 
Current price GNP per capita is a relatively high $1,110, and money income 
is comparatively well distributed in Trinidad and Tobago, which boasts a 
bouyant middle class and a well-paid industrial sector. Economic growth 
during 1973 was largely due to continued investment in the important 
petroleum and petrochemicals sectors, since agricultural output dropped 
while commerce and light industry were relatively stagnant. Long term 
growth prospects are good, with substantial new investment expected, 
both in petroleum exploration and exploitation, and in the industrial 
utilization of Trinidad's natural gas reserves, The rate of inflation 
is causing considerable concern, and is estimated to have reached the 
unusually high (for Trinidad) level of perhaps 12 percent in 1973. This 
in turn has spurred the well-organized labor unions to press for wage 
settlements to make up for losses of real income due to inflation. 


The energy crisis in 1973 presented Trinidad with some unexpected 
opportunities, since this country is not only a small producer of petro- 
leum and netural gas but also the site of two refineries processing crude 
(largely from other countries) for export to the United States and other 
markets. The government now hopes that the existence of Trinided's 
natural resources will attract significant new investment--preferably on 

a joint venture basis--in energy-related (usually natural gas-based) 
industries. As a first step, the government will construct a natural 

gas pipeline across Trinidad to an industrial area at Point Lisas, where 
agreement has already been reached with a U.S. firm to construct and 
operate a joint venture anhydrous ammonia plant. The emphesis is upon 
conversion of Trinidad's natural resources into employment-generating, 
high-value exports of intermediate or finished products; thus plans have 
been shelved to licuefy natural gas for export to the U.S. The wide variety 
of industrial projects now under consideration by the government should pro- 
vide a number of good opportunities for the export of U.S. engineering, 
consultant and design services, as well as capital goods for the plants 
themselves. This type of development presages major changes in demographic 
patterns and infrastructure requirements, and international financial 
agencies are expected to continue lending to meet these changing needs. 
These international tenders are another source of attractive sales oppor- 
tunities for U.S. manufacturers and exporters, 


Trinidad is a founding member of the nascent Caribbean Common Market 
(CARICOM), an economic integration movement composed of nearly all members 
of the Commonwealth Caribbean, It is too early, however, to assess the 
opportunities or challenges which CARICOM may present for traditional 
patterns of trade and investment in the Caribbean, 





CURRENT ECONOMIC SITUATION AND TRENDS 
Petroleum spurs 197 TOWN. cece 


Although there are as yet no reliable national income statistics for recent 
years in Trinidad and Tobago, real economic growth is estimated at perhaps 
5 percent for 1973, a rate which probably will be equaled in 1974. Use of 
this figure would indicate that 1973's real Gross National Product (GNP) 
reached an estimated $855 million, in constant (1968) prices. On the other 
hand, apparent economic growth would amount to about 17 percent, with 
current price GNP estimated at $1,180 million, as shown on page 2. Based 
on this estimate, current price GNP per capita would be about $1,110, one 
of the highest in Latin America. Money income in Trinidad and Tobago is 
relatively well distributed--especially when compared with other develop- 
ing nations--although serious disparities exist between industrial workers 
and the poorly=-paid rural agricultural laborers, 


1973's economic growth was largely due to continuing investment in the 
petroleum industry, since agricultural output dropped and most other 
sectors of the economy were relatively stagnant. Long term growth pros- 
pects remain good, with substantial new investment expected in the exploi- 
tation and industrial utilization of Trinidad's natural gas reserves, as 
well as continued new investment in the exploration and exploitation of 
crude oil. In 1973, domestic crude production increased by 18.5 percent 
to an average of 166,207 barrels per day, as gains in offshore production 
more than offset declining production on land. Exports of crude increased 
by a substantial 68 percent to an average level of 64,697 B/D, and should 
approach the 100,000 B/D figure by the end of 1974. Despite the effects 
of the Arab oil embargo, refinery throughput dropped less than 2 percent 
to an average 388,183 B/D. Trinidad's refineries have a nominal capacity 
of about 460,000 B/D, and usually import an average of about 300,000 B/D 
unaer special processing agreements for re-export as refined products, 


Agricultural output in 1973 was dismal, largely due to a severe and pro- 
longed drought, which reduced sugar production to 184,000 long tons, a 
drop of 20 percent from 1972's crop, 1974 sugar production is estimated 
at only 155,000 long tons, a further drop due to the after-effects of the 
Grought and labor troubles at the beginning of the harvest season. 

Although few data are yet available, manufacturing and assembly industries' 
output in 1973 is estimated to have only slightly exceeded 1972 levels; 
automobile assembly, for example, dropped to an average of 750 units per 
month compared with 915 units per month in 1972. 


eeeeebdut price inflation a serious problem 


Trinidad and Tobago, long accustomed to a mild rate of inflation, was 
jolted first in 1972 and then again in 1973 by a rapid increase in 
inflation, perhaps amounting to 9 percent in 1972 and as much as 12 per- 
cent in 1973. (In the absence of national accounts estimates and a 





reliable GNP deflator, all such attempts to measure the rate of inflation 
must be viewed very cautiously.) In an effort to control inflation, the 
Central Bank during 1973 tightened consumer credit practices and reduced 
the rate of expansion of the money supply. Domestic credit expansion 

was held to 21 percent in 1973 compared with 38 percent in 1972, and the 
rate of growth in the narrowly-defined money supply (cash plus demand 
deposits) dropped dramatically from 22 percent in 1972 to 0.9 percent 

in 1973. The Central Bank also raised its discount rate from 5 to 6 
percent in July 1973, while the local Treasury bill rate--a much more 
sensitive indicator--nearly doubled from 3.25 percent in Deceniber 1972 

to 5.75 percent at the end of 1973. Obviously, during much of 1973, 
interest rates for local borrowers were considerably below those avail- 
able in London, which encouraged many importers (who normally would have 
financed their purchases in the U.K.) to borrow locally to meet their 
needs. As a result of these domestic and external factors, local com- 
mercial banks tended to be fully loaned up during most of 1973. Uisinter- 
mediation was also pronounced during that year, as depositors sought more 
attractive interest rates, and the Central Bank used its powers of "moral 
suasion" in early 1974 to limit the maximum interest rates various types 
of institutions may offer. 


A predictable concommittant to the concern over inflation in Trinidad has 
been pressure by the well-organized labor movement for wage increases. 
Although minimum wage rates in Trinidad are still relatively low (about 
$0.75 per hour for the average semi-skilled industrial worker), more and 
more labor contracts now include a wage scale intended to counteract 
anticipated inflation. Unfortunately, lacking any better measure, it is 
becoming fashionable to attempt to tie labor contracts to the Consumer 
Price Index (now increasing at an annual rate well in excess of 20 per- 
cent). Labor settlements usually cover a three-year period, with many 
recent contracts providing for wage increases totalling 25 to 40 percent 
(part of which--in many cases--is retroactive), while other sectors face 
as yet unnegotiated demands for wage increases of as much as 7C percent. 
Both labor and government are united on another important policy aspect-- 
that foreign firms must employ a maximum of Trinidadian personnel, The 
government's strict work permit regulations are thoroughly enforced, and-- 
for those positions where the employment of an expatriate is permitted-- 
foreign employers are expected to train Trinidadian nationals until they 
have attained the necessary qualifications to fill the position. 


Trade deficit financed by long-term capital flows 


Spurred by the need to import large quantities of foodstuffs and other 
consumer items, as well as capital equipment for the petroleum industry, 
Trinidad has consistently incurred a balance of trade deficit in recent 
years. This trend was significantly reversed in 1973, however, when 

higher petroleum export prices, together with a slight reduction in imports, 





reduced the merchandise trade deficit to $35 million, compared with 
$135 million in 1972. (All figures in this discussion exclude trade 
in crude petroleum and refined products under processing agreements, 
which otherwise would distort the magnitude of the figures involved.) 
Although here again detailed and reliable data are lacking, in recent 
years the inflow of investment capital has usually offset most of the 
merchandise trade deficit. The current account deficit in 1972, for 
example, was $155 million, and net capital movement (including errors 
and omissions) accounted for an inflow of about $135 million in that 
year. 


Despite the improvement in 1973's trade account, Trinidad's net foreign 
exchange reserves-—-which averaged about $60 million in recent years-- 
dropped to $36 million at the end of 1973, representing only five weeks' 
average import bill. The foreign reserve position is expected to improve 
markedly during 1974, however, due to anticipated petroleum receipts, 

In January 1974, the government for the first time adopted the "tax 
reference price" system tc calculate income earned by petroleum producers 
for taxation purposes, At the same tine, the corporate tax rate for 
petroleum companies was increased from 45 to 473 percent (plus a 5 per- 
cent employment levy) and a throughput tax was applied to refinery 
operations. These measures are expected to yield an estimated $200 
million in additional government revenue, and net foreign exchange 
reserves had already rebounded to about $50 million by the end of 
February 1974. 


Both the merchendise trade deficit and the sharp rise in the Consumer 
Price Index reflect the high vropensity to consume of Trinidad's buoy- 
ant middle class. buch of this consumotion involves imported items, 
both durable and non-durable goods. For the first seven months of 1973, 
28 percent of Trinidad's imports were foodstuffs ana other consumer non-=- 
durables; while 16 percent were consumer durables; 32 percent were 
incustrial raw materials (excluding petroleum); 20 percent capital 
goods; and 4 percent fuels. The slight drop in imports in 1973 is an 
indication of the success of the Central Bank's efforts to restrict con- 
sumer credit availability; when more data are received, they probably 
will reveal a distinct reduction in the proportion of consumer goods 
imported during the latter months of 1973. 


U.S. market share declines slightly 


The United States is Trinidad's principal trading partner, supplying 
about 31 percent, or $120 million, of Trinidad's imports, and purchasing 
$176 million--nearly 50 percent--of Trinided's exports, (The sharp rise 
in value of 1973 U.S. imports from Trinided is due to the fact that crude 
petroleum and refined products comprise almost 90 percent. of U.S. pur- 
cheses from Trinidad.) The unusual decline in both the market share and 
the absolute value of U.S. exports to Trinidad in 1973 was due partly to 





the general reduction in Trinidadian imports, and partly to the lack of 
large single sales--such as jet aircraft or generating equipment--which 
occurred in previous years, The United Kingdom and Canada, both of which 
stil] enjoy preferential tariff rates on many items sold to Trinidad, 

are the second anc third largest suppliers of imported goods. Due to 

its favored position as a petroleum producer, Trinidad has not been 
forced to apply any controls on imports to conserve foreign exchange. 
Anticipated improvement in its foreign reserve position, together with 
the prospect of continued new investment, indicate that imports should 
increase modestly during 1974 and perhaps pick up in succeeding years. 


IMPLICATIONS FOR THE UNITED STATES 


Development prospects emphasize industrialization. The energy crisis 
in late 1973 presented Trinidad with some unexpected opportunities which 


led the government to postpone adoption of its Fourth Five-Year Develop- 
ment Plan, originally drafted for the 1974-78 period. As announced in 
the 1974 Budget Speech, Trinidad desires to maximize Central Government 
revenue from the petroleum industry, and to use this revenve to attract 
industrial development in energy-related (largely natural gas-based) 
industries, As a first step, the government will construct a pipeline 
to collect natural gas offshore and transport it across Trinidad to an 
industrial area at Point Lisas, on the west coast of the island. There 
the government hopes to attract industries to utilize this natural gas, 
either as a feedstock or as fuel. Agreement has already been reached 
between W. R. Grace & Co. and the government to build a 1200 ton/day 
anhydrous ammonia plant on a 50-50 joint venture basis. (See below 
for a listing of some other proposals now uncer consideration by the 
government.) For the moment at least, plans have been shelved for a 
major project which involved liquefying most of the natural gas and 
exporting it as LNG to U.S. markets. 


Despite these new facets of Trinidad's long-range development planning, 
the basic goals of the government's developmental strategy are likely 
to remain unchanged: elimination of unemployment, diversification of 
the structure of production, and reduction of foreign control over 
decision-making throughout the economy. Clearly, these goals are not 
fully compatible--at least not in the short term--with an industrial 
development program concentrating on capital-intensive endeavors based 
upon natural resource exploitation, Nevertheless, the government hopes 
that the existence of these natural resources will be sufficient attrac- 
tion to gain the desired sort of exploitation, and that infrastructure 
projects and spin-off industries will create jobs to absorb a signifi- 
cant portion of Trinidad's unemployed. (The unemployment rate is 
estimated at 15 percent, with perhaps another 15 percent of the labor 
force underemployed.) There is a danger, of course, that this sort of 
planning will create expectations which cannot be fulfilled, especially 





on the part of poorly=-paid workers, job seekers, and new entrants to 
the labor force, In addition, the long-range implications of major 
industrial projects, especially in regard to demographic patterns and 
infrastructure requirements, will bear careful study. 


Foreign investment welcome--on Trinidadian terms. The book value of 
total foreign private investment in Trinidad is estimated in excess of 

$1 billion, of which U.S. firms account for perhaps $6CO million, largely 
concentrated in the petroleum ana petrochemicals sectors. Trinidad and 
Tobago welcomes additional foreign private investment, but the govern- 
ment is making it increasingly clear that there must be "meaningful local 
parvicipation" in all major projects. Since there is relatively little 
domestic risk capital available, this stipulation often results in 
government participation in proposed new investments. Although the 
government would like to see the majority control of all new invest- 
ments in local hands, there are exceptions to this rule. In cases where 
foreign majority ownership is permitted, however, the government usuallv 
insists that foreign investors agree to divest themselves of a control- 
ing interest within a specified period of time. Oil concessions were 
recently offered, for example, on the condition that bidders provide 

the government with 35 percent participation, plus an option to increase 
this share to 51 percent (in lieu of overriding rovalty payments), should 
petroleum production reach certain levels. As an additional means to 
ensure local participation in foreign enterprises, foreign investors 

are urged to sell shares to the local public, and the government itself 
has bought out some companies and purchased shares in others. Since 1973, 
negotiations have been underway with all the major foreign petroleum 
producers in Trinidad to provide for government participation in their 
existing operations. Generally speaking, the government's participation 
policy is usually motivated by the desire to avoia foreign monopolization 
of certain sectors (banking, petroleum) or to prevent threatened bank- 
ruptcy in labor-intensive industries (sugar, garment manufacturing). 


The Caribbean Common Market (CARICOM). On August 1, 1973, Barbados, 
Guyana, Jamaica, and Trinidad and Tobago became the founding merrbers of 
the Caribbean Community. By hay 1974, most of the other members of the 
Commonwealth Caribbean hac also joined the new community (which now conm- 
prises about 5 million people), and several other countries had indicated 
their interest in exploring membership vossibilities. The most important 
element of the community is the Caribbean Comon Market (CARICOM) which 
replaces the former Caribbean Free Trace Association (CARIFTA). CARICOM 
members have adopted a Common External Tariff, a joint fiscal incentives 
program to attract new industry, anc have established a Caribbean Invest- 
ment Corporation, all of which include special provisions to benefit the 
lesser developed members of the community. Since CaAkKICOM is still in 

its formative stages, it is too early to attempt to analyze its effect 

on U.S. trade and investment patterns. Likewise, CARICUM's relationship 
With the expanded European Community is not yet defined, but it is hoped 
that the U.K. will continue to guarantee to purchase a certain quantity 





of west Indian sugar without insisting upon a continuation of preferen- 
tial tariff rates for U.K. exports to CARICOM. The Caribbean Common 
Market will probably adopt policies designed to protect certain local 
industries, but--as is the case in other economic integration move- 
ments-=-better trade prospects stemming from improved long-term economic 
growth should more than balance any temporary market losses by traditional 
suppliers such as the U.S. 


Good export opportunities for engineering services and capital goods. 
In addition to the traditional Trinidadian mrket for U.S. foodstuffs, 


raw materials, and machinery and equipment, the anticipated industrial 
expansion described above will offer good opportunities for U.S. pur- 
veyors of design, consultant, and engineering services, as well as for 
exporters of capital goods for the industrial plants themselves, In 
most cases, these services and goods will be purchased or contracted for 
directly by the promoters of the proposed industrial projects; however, 
in instances where the Trinidad Government calls for public bids, details 
will be available from the U.S. Department of Commerce, Although most 
projects are still only in the discussion stage, the following illus- 
trates the range of the proposals: fertilizer plants, a methane plant, 
a new export refinery, a petrochemicals complex, an aluminum smelter, 

a steel plant, and even a shipbuilding industry. 


In addition to these industrial schemes, there is a wide range of 
opportunities available to exporters of goods and equipment for pro- 
jects financed by the Inter-American Development Bank (IDB) and the 
International Bank for Reconstruction and Development (IBRD). Loans 
from these agencies have already been approved to finance $12 million 

of factory and field equipment for Caroni Ltd, (the government-cont rolled 
sugar complex), to finance exchange and subscriber equipment for 23,000 
new telephone lines, and to build a new pumping station for the water 
system in southern Trinidad, Future projects now under consideration 
for financing by international financial agencies include a $15 million 
port expansion and modernization project, urban development schemes, 
water and sewerage works, urban planning proposals, and electrification 
projects. Although these vrojects are characteristically slow in imple- 
mentation, once bids are called for, information is usually available 
from the lending agencies themselves or from the U.S. Department of 
Commerce. 
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a major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 
(1974-542-653/126) at $1.25 each 

[-] Number of establishments 

[_] Volume of sales 

[_] Employment in franchising 

(| International operations 

[_] Changes in ownership 

[] Data by key business sectors 


Franchise Opportunities Handbook 
(September 1973) at $2.20 each 
[] Data on 521 franchise operations 
Description of operations 
Equity capital needed 
Training provided 
[-] Sources of franchising information 
(_] Checklist for evaluating a franchise 
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(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. 
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MANUFACTURERS... 


MARKET SHARE REPORTS 


¢ Shipments of manufactured products 
from the United States and the 13 _ 
major competitive countries into 74 
leading markets. 


* Latest Somes terized value data, 
1967-71. 


© Full product, coverage of chemicals, 
machinery, transport equipment, 
other manufactures. 


© Expansion of your international mar- 
kets for manufactured products, 
components, and parts. 


® Analyze changes in product demand 
abroad. 


¢ Assessment of the U.S. competitive 
position in foreign markets. 
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